1. write down the advantage of command economic systems. 


A command economy is one in which a centralized government controls the 
means of production. And also Command economy is also known as socialistic 
economy. Under this economic system, the economic institutions that are engaged 
in production and distribution are owned and controlled by the state. In the recent 
past, socialism has lost its popularity and most of the socialist countries are trying 
free market economies. 


Advantages of Command Economy 


Absence of wasteful competition: There is no place for wasteful use of 
productive resources through unhealthy competition. 


Balanced economic growth: Allocation of resources through centralized planning 
leads to balanced economic development. Different regions and different sectors of 
the economy can develop equally. 


Elimination of private monopolies and inequalities: Command economies 
avoid the major evils of capitalism such as inequality of income and wealth, private 
monopolies, and concentration of economic, political and social power. 


2. Define the basic economic questions. 
following three basic economic questions. 
A. What to Produce? 


This problem is also known as the problem of allocation of resources. It implies that 
every 


economy must decide which goods and in what quantities are to be produced. The 
economy 


must make choices such as consumption goods versus capital goods, civil goods 
versus 


military goods, and necessity goods versus luxury goods. As economic resources 
are limited 


we must reduce the production of one type of good if we want more of another 
type. Generally, 


the final choice of any economy is a combination of the various types of goods but 
the exact 


nature of the combination depends upon the specific circumstances and objectives 
of the 


economy. 
B. How to Produce? 


This problem is also known as the problem of choice of technique. Once an 
economy has 


reached a decision regarding the types of goods to be produced, and has 
determined their 


respective quantities, the economy must decide how to produce them - choosing 
between 


alternative methods or techniques of production. For example, cotton cloth can be 
produced 


with hand looms, power looms, or automatic looms. Similarly, wheat can be grown 
with 


primitive tools and manual labour, or with modern machinery and little labour. 


Broadly speaking, the various techniques of production can be classified into two 
groups: 


labour-intensive techniques and capital-intensive techniques. A labour-intensive 
technique 


involves the use of more labour relative to capital, per unit of output. A capital- 
intensive 


technique involves the use of more capital relative to labour, per unit of output. The 
choice 


between different techniques depends on the available supplies of different factors 
of 


production and their relative prices. Making good choices is essential for making the 
best 


possible use of limited resources to produce maximum amounts of goods and 
services. 


C. For Whom to Produce? 


This problem is also known as the problem of distribution of national product. It 
relates to how 


a material product is to be distributed among the members of a society. The 
economy must 


decide, for example, whether to produce for the benefit of the few rich people or for 
the large 


number of poor people. An economy that wants to benefit the maximum number of 
persons 


would first try to produce the necessities of the whole population and then to 
proceed to the 


production of luxury goods. 


All these and other fundamental economic problems center around human needs 
and wants. 


Many human efforts in society are directed towards the production of goods and 
services to 


satisfy human needs and wants. These human efforts result in economic activities 
that occur 


within the framework of an economic system. 


